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OATH OR AFFIRMATION

Harry Caruso
swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Caruso Financial Services Inc as

of December 31 20 08 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

Signature Ni
MARILYN MENDOZA President

Notary Public in the State of New York Title

No 01ME5045574

ot
ornmisonExpUeS Ji4

This report contains check applicable boxes

I1 Facing Page
IXI Statement of Financial Condition

1X1 Statement of Income Loss
LXI Statement of Changes in Financial Condition

IXI Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

LXI Computation of Net Capital

LXI Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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iNDEPENDENT AUDITORS REPORT

Shareholder

Caruso Financial Services Inc

We have audited the accompanying statements of financial condition of Caruso Financial Services Inc as of

December 31 2008 and 2007 and the related statements of operations changes in shareholders equity and

cash flows for the years then ended that you are filing pursuant to rule 7a-5 under the Securities Exchange Act

of 1934 These financial statements are the responsibility of the Companys management Our responsibility is

to express an opinion on these financial statements based on our audits

We conducted our audits in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement An audit includes examining on test

basis evidence supporting the amounts and disclosures in the financial statements An audit also includes

assessing the accounting principles used and significant estimates made by management as well as evaluating

the overall financial statement presentation We believe that our audits provide reasonable basis for our

opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial

position of Caruso Financial Services Inc as of December 31 2008 and 2007 and the results of its operations

and its cash flows for the years then ended in conformity with accounting principles generally accepted in the

United States of America

Rochester New York

February 19 2009
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CARUSO FiNANCIAL SERVICES iNC

STATEMENTS OF FINANCIAL CONDITION

December 31

ASSETS 2008 2007

CURRENT ASSET

Cash and cash equivalents 14854 11966

LIABILITY AND SHAREHOLDERS EOUTTY

CURRENT LIABILITY

Income taxes payable 100 100

The accompanying notes are an integral part of the financial statements

11000

2314

1448

11866

11966

SHAREHOLDERS EOUITY

Common stock $10 par value

Authorized 10000 shares

Issued and outstanding 1100 shares

Additional paid-in capital

Retained earnings accumulated deficit

11000

2314

1440

14754

14854
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CARUSO FiNANCIAL SERVICES INC

STATEMENTS OF OPERATIONS

Year ended December 31

2008 2007

Revenue commissions 9173 34765

Distribution from Financial Industry Regulatory Authority 35000

9173 69765

Operating expenses

Commissions shareholder 54691

Other 6428 14446

6428 69137

INCOME FROM OPERATIONS 2745 628

Other income expense 243 191
iNCOME BEFORE INCOME TAXES 2988 437

Income taxes

New York State 100 100

NET INCOME 2888 337

Net income per share of common stock based

upon common shares outstanding 2.63 0.31

The accompanying notes are an integral part of the financial statements

-5-



CARUSO FINANCIAL SERVICES INC

STATEMENTS OF CHANGES IN SHAREHOLDERS EOUITY

YEARS ENDED DECEMBER 31 2008 AND 2007

Accumulated

Additional deficit

Common paid-rn retained

stock capital earnings Total

Balance at December 31 2006 11000 2314 1785 11529

Net income 337 337

BALANCE AT

DECEMBER 31 2007 11000 2314 1448 11866

Net income 2888 2888

BALANCE AT

DECEMBER 31 2008 11000 2314 1440 14754

The accompanying notes are an integral part of the financial statements
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CARUSO FiNANCIAL SERVICES INC

STATEMENTS OF CASH FLOWS

Year ended December 31

2008 2007

CASH FLOWS OPERATING ACTIVITIES

Net income for the year 2888 337

Adjustments to reconcile net income to net cash

provided from operating activities

NET CASH PROVIDED FROM

OPERATING ACTIVITIES 2888 337

NET INCREASE iN

CASH AND CASH EQUIVALENTS 2888 337

Cash and cash equivalents at beginning of year 11966 11629

CASH AND CASH EQUIVALENTS

AT END OF YEAR 14854 11966

The accompanying notes are an integral part of the financial statements

-7-



CARUSO FiNANCIAL SERVICES iNC

NOTES TO FiNANCIAL STATEMENTS

DECEMBER 312008 AND 2007

NOTE THE COMPANY AND SUMMARY OF SIGNIFICANT ACCOUNTiNG POLICIES

The Company

The Company is incorporated in the State of New York and is broker-dealer in securities The Company

does not hold securities on behalf of its customers and functions only as commission broker

Revenue recognition

Commission revenue and expenses are recorded on trade date basis

Cash equivalents

For purposes of cash flow reporting the Company considers all highly liquid investments with maturity of

three months or less to be cash equivalents

Income taxes

The Company accounts for income taxes under the liability method whereby deferred tax assets and

liabilities are determined based on the difference between the financial statement and tax basis of assets and

liabilities as measured by the enacted rates which are expected to be in effect when these differences

reverse Deferred tax expense credit is the result of the change in deferred tax assets or liabilities Note

provides additional information regarding deferred tax asset

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the

United States of America requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosure of contingent assets and liabilities at December 31 2008

and 2007 and the reported amounts of revenues and expenses for the years then ended Actual results

could differ from those estimates

NOTE NET CAPITAL REOUIREMENTS

The Company is subject to the Uniform Net Capital Rule 15c3-1 of the Securities and Exchange

Commission which requires that net capital as defined shall be the greater of $5000 or 6-2/3% of

aggregate indebtedness as defined The net capital as of December 31 2008 and 2007 was $14523 and

$11660 respectively The required capital was $5000 at both December 31 2008 and 2007

NOTE iNCOME TAXES

As of December 31 2008 the Company has net operating loss NOL carryforward of approximately

$6000 available to offset future taxable income This carryforward expires between 2021 and 2023 The

deferred tax asset of approximately $900 related to this NOL has been fully reserved as management

believes the realization of the deferred tax asset is uncertain

-8-



CARUSO FINANCIAL SERVICES INC

SUPPLEMENTARY INFORMATION
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iNDEPENDENT AUDITORS REPORT ON SUPPLEMENTARY iNFORMATION
REQUIRED BY RULE 17a-5 OF THE

SECURITIES AND EXCHANGE COMMISSION

Shareholder

Caruso Financial Services Inc

We have audited the accompanying financial statements of Caruso Financial Services Inc as of and for the

years ended December 31 2008 and 2007 and have issued our report thereon dated February 19 2009 Our

audits were conducted for the purpose of forming an opinion on the basic financial statements taken as whole

The financial information hereinafter is presented for purposes of additional analysis and is not required part

of the basic fmancial statements but the information on pages 11 and 12 is supplementary information required

by Rule 17a-5 under the Securities Exchange Act of 1934 Such information has been subjected to theauditing

procedures applied in the audits of the basic financial statements and in our opinion is fairly stated in all

material respects in relation to the basic financial statements taken as whole

Rochester New York

February 19 2009
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CARUSO FiNANCIAL SERVICES INC

SUPPLEMENTARY INFORMATION

Year ended December 31

2008 2007

SCHEDULE OF OTHER OPERATiNG EXPENSES

Licenses and fees 454 545

Office supplies 311 126

Transportation 960 1831

Insurance 5945

Telephone 671 638

Postage 102 38

Professional fees 3650 3700

Dues and publications 38

Computer supplies and expense 303

Repairs and maintenance 163

Bank service charges 40 40

Internet access 240 479

Charitable donations 100

Selling/marketing 500

6428 14446
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CARUSO FiNANCIAL SERVICES INC

SUPPLEMENTARY iNFORMATION Contd

December 31

2008 2007

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15c3-1

Total shareholders equity per accompanying statements

of financial condition 14754 11866

Haircut on securities computed where applicable

pursuant to 15c3-1f

Debt securities 231 206

NET CAPITAL 14523 11660

COMPUTATION OF BASIC NET CAPITAL REOUTREMENT

Minimum net capital at 2/3% of aggregate indebtedness

Minimum dollar net capital requirement of broker under

Rule 15c3-1a2 5000 5000

Net capital requirement greater of or above 5000 5000

Excess net capital net capital less net capital requirement 9523 6660

Excess net capital at 1000% net capital less 10% of

aggregate indebtedness 14513 11650
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CARUSO FINANCIAL SERVICES iNC

SUPPLEMENTARY iNFORMATION Contd

December 31

Percentage of aggregate indebtedness to net capital

100

100

1.00

100

100

1.00

Percentage of debt to debt equity total total

aggregate indebtedness divided by total aggregate

indebtedness plus total shareholders equity per

statements of financial condition .67 .84

RECONCILIATION PURSUANT TO RULE 7a-5d4

There are no material differences between the audited computation

of Net Capital and the corresponding amount in the Companys unaudited

December 31 2008 Form X-17A-5 Part hA Filings

EXEMPTION FROM RULE 15c3-3

An exemption from Rule 5c3-3 is claimed based upon rule

Section K1 Limited business mutual funds and/or

variable annuities only

COMPUTATION OF AGGREGATE INDEBTEDNESS

Total liabilities per statements of financial condition

TOTAL AGGREGATE INDEBTEDNESS

2008 2007

12
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REPORT ON INTERNAL CONTROL REOUTRED BY SEC RULE 17a-5 FOR
BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 5c3-3

Shareholder

Caruso Financial Services Inc

In planning and performing our audit of the financial statements of Caruso Financial Services Inc the

Company as of and for the year ended December 31 2008 in accordance with auditing standards generally

accepted in the United States of America we considered the Companys internal control over financial

reporting internal control as basis for designing our auditing procedures for the purpose of expressing our

opinion on the financial statements but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control Accordingly we do not express an opinion of the effectiveness of the Companys
internal control

Also as required by rule 17a-5g1 of the Securities and Exchange Commission SEC we have made study

of the practices and procedures followed by the Company including consideration of control activities for

safeguarding securities This study included tests of such practices and procedures that we considered relevant

to the objectives stated in rule 7a-5g in making the periodic computations of aggregate indebtedness and net

capital under rule 17a-3a1 and for determining compliance with the exemptive provisions of rule 15c3-3

Because the Company does not carry securities accounts for customers or perform custodial functions relating

to customer securities we did not review the practices and procedures followed by the Company in any of the

following

Making quarterly securities examinations counts verifications and comparisons and recordation of

differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of Federal Reserve

Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates and

judgments by management are required to assess the expected benefits and related costs of controls and of the

practices and procedures referred to in the preceding paragraph and to assess whether those practices and

procedures can be expected to achieve the SECs above mentioned objectives Two of the objectives of internal

control and the practices and procedures are to provide management with reasonable but not absolute assurance

that assets for which the Company has responsibility are safeguarded against loss from unauthorized use or

disposition and that transactions are executed in accordance with managements authorization and recorded

properly to permit the preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America Rule 7a-5g lists additional objectives of the practices and

procedures listed in the preceding paragraph

13



Because of inherent limitations in internal control or the practices and procedures referred to above error or

fraud may occur and not be detected Also projection of any evaluation of them to future periods is subject to

the risk that they may become inadequate because of changes in conditions or that the effectiveness of their

design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or employees
in the normal course of performing their assigned functions to prevent or detect misstatements on timely

basis signcant deficiency is control deficiency or combination of control deficiencies that adversely

affects the entitys ability to initiate authorize record process or report financial data reliably in accordance

with generally accepted accounting principles such that there is more than remote likelihood that

misstatement of the entitys financial statements that is more than inconsequential will not be prevented or

detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results in more

than remote likelihood that material misstatement of the financial statements will not be prevented or

detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and second paragraphs

and would not necessarily identif all deficiencies in internal control that might be material weaknesses We did

not identif any deficiencies in internal control and control activities for safeguarding securities that we
consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph

of this report are considered by the SEC to be adequate for its purposes in accordance with the Securities

Exchange Act of 1934 and related regulations and that practices and procedures that do not accomplish such

objectives in all material respects indicate material inadequacy for such purposes Based on this

understanding and on our study we believe that the Companys practices and procedures as described in the

second paragraph of this report were adequate at December 31 2008 to meet the SECs objectives

This report is intended solely for the information and use of management the Securities and Exchange

Commission the Financial Industry Regulatory Authority FINRA and other regulatory agencies that rely on

rule 7a-5g under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers

and is not intended to be and should not be used by anyone other than these specified parties

LI

Rochester New York

February 19 2009

Metzger
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